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The planned closure of ExxonMobil’s ethane-fed cracker 
in Scotland exposes some deep structural weaknesses 
for Europe petrochemicals and highlights the need for 
bold strategies to restore competitiveness and secure 
future growth across the region.

ExxonMobil’s announcement that it will permanently 
shut its 830,000 tonne/year Fife Ethylene Plant in early 
2026 will see the closure of one of the UK’s last remain-
ing ethylene units, underscoring the severity of Europe’s 
competitiveness crisis.

The Fife plant, which has been operating since 1985, 
is not a typical candidate for closure. Unlike older, less 
efficient assets, it is relatively large and was designed to 
run on ethane – a feedstock that usually offers cost ad-
vantages over naphtha. 

Yet ExxonMobil could not find a buyer for the site and 
cited high costs, poor market conditions and an unfa-
vorable regulatory environment for the decision to 
close.

Ethane Supply and Cost Pressures
The plant’s reliance on ethane may have become a lia-
bility rather than an advantage. Ethane supplies from 
Norway, which once sustained the facility, may have 
dried up.

Speaking on the ICIS Think Tank podcast Paul Hodg-
es, chairman of New Normal Consulting, suggested 
that supplies of North Sea ethane had dwindled.

Revamping the cracker to run on alternative feed-
stocks would reportedly require an investment of 
around $1 billion, a figure few companies would con-
template in today’s market.

“Who in their right mind would spend a billion to pro-
duce more ethylene in Europe today, when you’ve got 
this vast surplus?” said Hodges.

ExxonMobil did not respond to an interview request. 

Europe’s structural challenge
The Fife closure is not an isolated event. It reflects deep-
er structural issues facing Europe’s petrochemical in-
dustry: high energy prices, rising carbon taxes, and 
global overcapacity. UK industrial energy costs rank 
among the highest in the world. 

In the aftermath of Russia’s invasion of Ukraine in Feb-
ruary 2022, gas prices spiked to completely unsustaina-
ble levels. 

Since then they have moderated but European indus-
trial gas prices remain 2-3 times higher than major com-
peting regions such as the US and Middle East. 

Structural change
For years, companies and policymakers assumed that 
weak demand was cyclical and recovery was just 
around the corner. Hodges argues this mindset is dan-
gerously outdated:

“Everybody expected that, oh, doesn’t matter, we’re 
in a trough, but we’re going to get better soon… They 
didn’t want to realise that we’re actually seeing a struc-
tural change in the markets.” 

Demographics are a key driver of this shift. Europe’s 
aging population – the so-called “perennials” – is curb-
ing consumption growth. Unlike the baby boomers who 
powered decades of expansion, older consumers 
spend less on discretionary goods.

Poor downstream demand has also been caused by 
the cost-of-living crisis in Europe, which is still very real 
for a lot of people. This is causing them to hesitate 
about making big ticket purchases such as buying new 
homes, autos and electronics. 

As a result, industrial activity has been stagnating or 
even contracting in all the major regions since 2022, as 
purchasing manager indices (PMIs) show. 

This has caused a real drag on demand for chemicals, 
depressing prices and margins while mainly China-driv-
en global overcapacity has made the situation even 
worse. Chemical companies everywhere, and especial-
ly in Europe, are suffering falling profits and losses.

Overcapacity is likely to get worse at least until the 
end of the decade according to forecasts from the ICIS 
Supply & Demand database. This is heaping more pres-
sure on CEOs to close plants in less feedstock-advan-
taged regions such as Europe. 

More ethylene closures needed
After last week’s announcement by ExxonMobil we now 
have almost six million tonnes of ethylene scheduled for 
closure or other strategic moves in Europe. The ques-
tion on everyone’s lips is “who is next?” 

The closure of ExxonMobil’s Fife Ethylene Plant signals the need for innovative 
strategies in Europe which can help the region’s chemical industry emerge stronger

New thinking in Europe

Europe has long prided itself on research 
and development, but its leadership is 
slipping. Patent filings and R&D spending 
lag behind Asia and North America

Global industrial gas prices
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Strong growth in India PVC demand, especially pipes and fittings

India PVC to be driven by infrastructure
Aswin Kondapally Mumbai

So far 9.2 million tonnes of ethylene globally has 
been affected by the overcapacity problem and ICIS 
senior analyst James Wilson estimates that 21 million 
tonnes will have to close globally to achieve a healthy 
85% operating rate by 2030. This assumes demand 
growth of 2.5% between 2024 and 2030. We can be 
sure there are more closures to come. 

Strategies for Survival
With no quick fix in sight, chemical producers are 
adopting “self-help” strategies. Rationalisation is accel-
erating as companies shut uncompetitive assets and 
concentrate on core sites. INEOS is pursuing anti-
dumping cases to shield its European operations from 
low-cost imports. 

To thrive, European producers must pivot toward 
higher-value, service-oriented offerings. Hodges be-
lieves the industry’s future lies in leveraging its technical 
expertise and customer relationships:

“For the chemical industry what we’re looking at is a 
world where you need to have more technical and ser-
vice-based products out there rather than just produc-
ing stuff.” 

Hodges identifies six enduring human needs – food, 
water, health, shelter, mobility, and defence – as the 
foundation for future growth. Europe’s decades-long 
neglect of defence capabilities has left it exposed. Ris-
ing geopolitical threats are driving a surge in military 
spending, creating demand for chemicals used in am-
munition and advanced materials. 

The automotive sector is undergoing a second trans-
port revolution, driven by electrification and digitalisa-
tion. Robo-taxis, battery swapping, and autonomous 
fleets will reshape mobility infrastructure. Chemical com-
panies can play a critical role in developing lightweight 
materials, battery components, and charging solutions.

Reducing food waste is another priority. Innovative 
packaging and smart biomarkers could extend shelf life 
and cut emissions. 

Europe must rebuild sovereign supply chains for criti-
cal raw materials, particularly for batteries and renewa-
ble technologies. Current dependence on imports from 
coal-based producers in Asia undermines climate goals 
and economic security.

Europe has long prided itself on research and develop-
ment, but its leadership is slipping. Patent filings and R&D 
spending lag behind Asia and North America. Without 
renewed investment, the region risks losing its competi-
tive edge. Companies that act decisively – by aligning 
with megatrends, investing in innovation, and forging 
closer ties with customers – will emerge stronger. 

ExxonMobil’s decision to shutter the Fife cracker is a 
wake-up call. It signals not just the end of an era for UK 
petrochemicals, but the urgency of a broader transfor-
mation. Europe’s chemical industry stands at a cross-
roads: adapt to structural change or slide into decline. ■
Additional reporting by Tom Brown

Overcapacity is likely to get worse at  
least until the end of the decade 
according to forecasts from the ICIS 
Supply & Demand database

India’s polyvinyl chloride (PVC) in-
dustry is entering a strong growth 
phase, driven by infrastructure de-
velopment, housing demand and 
expanding applications across con-
struction, power and industrial seg-
ments, according to Pulin Rajyagor, 
Senior Vice President and Business 
Head – Vinyls at Reliance at the 
INDIAN Petrochem – 2025 confer-
ence in Mumbai.

India’s total PVC demand stood at 
around 4.5 million tonnes last year, 
while domestic production re-
mained significantly lower, highlight-
ing continued reliance on imports. 
With demand expected to rise stead-
ily over the next five years, several 
companies are planning new capac-
ity additions and greater integration.

Producers are developing facili-
ties that cover the entire value chain, 
from caustic soda and ethylene di-
chloride to vinyl chloride monomer 
and PVC, to improve self-sufficiency.

PVC pipes and fittings continue to 
dominate the market, with the seg-
ment’s share estimated at about 75% 
of total consumption. Government-
backed schemes for irrigation, water 
supply and housing are supporting 
growth, with the segment expected 
to expand at around 5% annually, 
Rajyagor said.

Faster growth is anticipated in 
wires, cables and profiles. Demand 
for PVC in wires and cables is fore-

cast to increase by around 10%, driv-
en by investments in power 
infrastructure, telecom networks, 
electric vehicles and urban develop-
ment. Window and door profiles are 
expected to grow at a double-digit 
rates, supported by rising urbaniza-
tion and increasing adoption of PVC 
over traditional materials. Rajyagor 
noted that the number of PVC win-
dow fabricators in India has grown 
from fewer than 20 two decades ago 
to more than 4,000 today.

Chlorinated PVC (CPVC) pipes are 
also gaining momentum due to their 
strength, durability and heat resist-

ance. The segment recorded dou-
ble-digit growth last year and is 
expected to nearly double over the 
next five years. Major players, includ-
ing Reliance, are expanding CPVC 
resin and compounding capacity to 
meet increasing demand.

While global PVC markets in Europe, 
the US and China face weak demand, 
India is expected to record around 7% 
annual growth over the next five years, 
positioning it as a key future demand 
center for the global PVC industry.
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